Though the regional economic performance in terms of GDP seems to be robust and satisfactory, yet the region failed to emerge as a common market. Despite the fact that the region was least affected by the economic crisis during 2008 -09 (ADB, 2011 , its intra-regional economic ties are on the course of weak progress. It is evident from the Impediments in the way of greater regional integration are caused not only by the traditional bilateral issues in the sub-continent but also by the absence of major trade facilitation factors weighing down greater trade possibilities. These broadly include the existence of tariff and non-tariff barriers as well as maintaining positive list approach for trade when it comes to cross-border trade. 2 In addition, the lack of transit agreement among member countries and deficiency in transport infrastructure have also conversely affected the regional trade as well as the process of regional integration.
NOTES AND COMMENTARIES
Thus, the region, having more than 43 percent of Asia's population and 24 percent of the world's population, needs greater economic integration with a goal to expedite the provision of better economic opportunities to its deprived population. Inefficient transport and trade facilitation is one of the deterrents to regional cooperation. Considering the importance of transport and trade facilitation as indispensable determinants for regional integration, the issue of regional connectivity was regarded as a decadal task by SAARC during its 17th annual ministerial meeting held in Maldives in November 2011. 3 The current paper presents a review of the progress of regional cooperation in general, focusing on the issues related to transport facilitation in the region.
POLITICAL ECONOMY OF COOPERATION

Multilateralism and Regionalism
The idea of cooperation is an evolving process. Understanding the dynamics of South Asian regional integration process and its political economy would require a review of literature pertaining to chronological development of the idea of regional economic cooperation and integration during the 20th century. In addition, significant facets of regional cooperation and its coexistence with multilateralism are imperative to understanding the political economy of regional integration.
The development of regional cooperation is perceived as a paradigm shift from global interdependence to regional coherence. It has also helped in minimizing the regional effects of global economic problems thereby playing a significant role in reshaping the global economic structure. In fact, the emergence of regional institutions, in general, has brought a structural change in the global political economy of cooperation and governance. The causes of such change may be understood through two important aspects imperative for multilateralism and regionalism.
Firstly, the emergence of multilateralism coincided with the cooperation process among various leading countries of the world after the World War II. During the second half of the 20th century, the theoretical basis of global integration and multilateralism was promoted by the architect of world economic policies through the creation of Bretton Woods Institutions -International Monetary Fund (IMF) and World Bank. The institutions realized the need for a compatible world trade system and therefore, the International Trade Organization was proposed to complement institutions such as IMF. Moreover, various rounds of global leaders' summit and discourses led to the accession of General Agreements on Tariffs and Trade (GATT) by a large number of developed, developing, and underdeveloped nations. GATT has evolved into World Trade Organization (WTO) and continues to be a part of its rule-making for trade in goods. Modalities of multilateralism mainly focused on regulating tariff and non-tariff trade barriers under GATT. Resultantly, the world economic regime has transformed into an open and liberalized level-playing field (Bhagwati, 2004) .
WTO was set up to supervise and liberalize international trade by removing trade barriers on a large scale. Eventually, it led to free flow of goods and services as well as investment across the globe. In this context, the role of international/multilateral organizations became crucial for bringing the isolated economies on the map of world's economic and political interactions.
Secondly, the progress of regional trading blocks or regionalism as an outcome of a fragmented global multilateralism is also being considered an effective tool for trade and investment facilitation. Literature has dis-cussed about the factors influencing institutionalization of regional cooperation or integration process covering economic, strategic, and geo-political elements (Downs, Rocke, & Barssoom, 1998) . Stiglitz (2002) has pointed out that regionalism has also emerged due to unequal economic progress caused by multilateralism in the world. Despite the belief that multilateralism was not able to provide identical access to economic opportunities across the world, globalization is advocated as a more suitable option for a better world subject to an efficient management (Stiglitz, 2002) . Thus, on various economic as well as geopolitical issues, a divide between the developed and the developing/underdeveloped countries at various multilateral forums including WTO has continued to affect the world economy. 4 The differences between the developed and the developing/underdeveloped countries provided space for a greater degree of cooperation among them. It is also argued that the growth of regionalization in terms of trading blocks is a "logical outcome of fractured and fragmented globalization process" (Khan, 2004; Khan et al., 2007) . Hughes (2000) has concluded that globalization is qualitatively distinct from internationalization and liberalization which cannot reduce inequalities in the underdeveloped countries.
A discussion on the theoretical foundations of economic blocks is also essential. Regionalism or regional economic integration was initially developed as a theoretical framework with the objective of trade creation (Viner, 1950) . However, the process of trade creation through diminishing the impacts of traffic barriers was also advocated for creating a common market, i.e. customs union (Lipsey, 1957; Meade, 1956 ) and building blocks (Balassa, 1967; 1979; Jovanovich, 1998) .
However, the development of EU common market and North African Free Trade Area (NAFTA) during early 1990s was critically viewed as it could lead to fragmentation in the world trading system (Bhagwati, 1990; 1991) . Notably, free trade agreements (FTA) and emergence of regional trading blocks in the world would lead economic drivers of international trade in different directions -mixing comparative advantage of trade with geo-political concern accentuating determinants of spatial interactions. The idea of globalization/multilateralism and co-existence of regionalism would play a significant role in determining the political economy of global interdependence. Even the geopolitics of most Regional Trade Agreements (RTAs) reflects the urge among states to co-exist and yet be exclusively independent (Ahmed, 2010) .
The issue of multilateralism and regionalism became an important thesis of economic literature during the 1990s. Dornbusch (1990) and Krugman (1993) have emphasized on the co-existence of economic integration and political cooperation which is rapidly transforming the nature of multilateralism through advocacy of today's global concerns.
Thus, the connotation of regional cooperation has significantly affected dimensions of international political economy. The cooperation process gradually evolved from trade creation and trade diversion towards common market or building blocks (Machlup, 1977) . Regional resource utilization and progress became the goal of various developing countries. In addition, the progress of regionalism was also extensively affected by the regime of South-South Cooperation. 5 The policy of South-South cooperation has continuously been changing the landscape of international economic engagements as well as strategic and political aspects of global concerns. Nevertheless, against the backdrop of an increasing trend of FTAs among the developed countries and North-South cooperation, several developing countries have started focusing on regional integration process across the globe.
REGIONAL COOPERATION IN SOUTH ASIA
The evolution of multilateral institutions has redefined the level of global economic cooperation. The world has also witnessed an increasing trend of RTAs over the years. Since 1990, close to 250 RTAs have been officially notified. The year 2006 "has been the most prolific period in the RTA's history, with 43 RTAs being notified to the WTO" (Khan et al., 2007) . The South Asian nations also came into the agreement, popularly known as the South Asian Free Trade Area (SAFTA) in the year 2004. This is a Free Trade Agreement among the South Asian Nations and a foundation for a common market. It replaced the SAARC Preferential Trading Agreement (SAPTA). It was also a step to de-marginalize the regional economic pres-ence at the global level. Keeping in view the importance of broad-based engagements, the member countries set objectives to streamline regional trade and investments for reaching its potential. However, the region is struggling towards political stability and peace. It has a basket of traditional regional irritants from its past which impedes SAARC to play a role "as the panacea for regional conflicts" (Bhatta, 2004) .
The regional cooperation and governance need wider integration among member countries. Although a number of steps have been taken with Track-II dialogues among the member countries to strengthen the regional cooperation, the integration process has constantly been slow in comparison to other regional blocks (Dubey, 2007) . For several reasons, like strategic issues in facilitating trade, illegal immigration, terrorism, inefficient transportation and transit facilities as well as strategic concerns in opening routes for inter-country transit, the regional trade and investment remained as low as 5 percent. 6 South Asia has reached an impasse -amidst a higher economic progress and process of liberal policy framework, the region is still tarnished by the presence of ubiquitous widespread poverty, inequality, and unemployment. Therefore, managing cooperation and integration remains an important area of concern.
Considering the modalities to solve issues and differences among the member countries, the process of integration was regarded as a milestone target during the recent SAARC summit in Maldives. Moreover, the Maldives summit gave a directive to SAFTA Ministerial Council for its effective implementation. It drew attention towards accession of regional railways agreement and the motor vehicles agreement for better transport facilitation in South Asia. 7
With several important regional agreements in place, the political economy of South Asian regional cooperation needs to be studied in greater depth, particularly in terms of the feasibility of including natural integration process with liberalized economic policy. Creating a common market necessarily needs a common tariff on trade as well as transit agreements within the member countries. The next section brings out the common agreement, among South Asian nations which have a vital role to play in economic progress.
AGREEMENT INITIATIVES
Trade facilitation is an essential aspect of regional cooperation and refers to policy reforms and modernization of facilities promoting trade in a region. The total trade in South Asia remains below potential with a varying share of member countries in regional export and import as well as varying share of import and export in the total regional trade (Kemal, Musleh-ud-din, & Qadir, 2002) . For instance, India is the major exporter to SAARC countries, accounting for around 78 percent of the total trade during 2010. 8 Similar variation is also observed in the share of member countries in the total regional import. 9
Several studies have been undertaken to determine the economic feasibility of regional block in South Asia. Some pertinent researches argued against the establishment of a regional trade union (Chanda, 2009; ADB and UNCTAD, 2008; Pitgala, 2005; Krueger et al., 2004) , wherein the prospects of intra-regional economic cooperation is considered as an important factor behind the process of South Asian regional economic integration (Govindan, 1994; DeRosa & Govindan, 1996; Pigato et al., 1997) . Considering the prospects of trade in services and merchandise trade, the SAARC countries have acceded several regional agreements which include Agreement for establishment of SAARC Arbitration Council, Agreement on Avoidance of Double Taxation, Agreement on Customs Matters, Charter of SDF, Agreement on the establishment of the SAARC Food Bank, SAFTA and Agreement on the establishment of South Asian Regional Standards Organization (SARSO). With a view to managing regional cooperation through availability of physical infrastructure, an inevitable part of the process of integration, the current decade has been declared as the decade of regional connectivity.
Transport facilitation not only physically integrates a region but also has positive impact on the cost and efficiency of international commodity movement. The success story of ASEAN depicts the role of cross-border infrastructure in promoting cross-border business. Transport cost plays a major role in facilitating trade and eventually economic development (Olga, 2003) . ASEAN adopted a transport action plan for the period 2005-2010 emphasizing increased potential of regional trade (ASEAN, 2005 (ASEAN, -2010 .
6 International Trade Centre, Geneva, op. cit.
7 Seventeenth SAARC Summit, ADDU Declaration, 2011, op. cit.
8 International Trade Data Centre, 2012, excluding Afghanistan from the export data. 9 Ibid.
ECONOMIC INTEGRATION
The South Asian region has not really been integrated over time. The level of trade among the South Asian countries and the absence of transit agreement among others, can establish the hypothesis of a fractured regional integration process. In an attempt to see the process of regional integration through the lens of intra-regional trade, the Asian Development Bank (ADB) has used indices like, intra-regional trade intensity index, export intensity index, and trade intensity index outlined in Table 2 . Regional trade integration indicators and intra-regional trade intensity index measurement of de facto integration process (i.e. actual level of interdependence in terms of trade flows) can easily be interpreted as the failure of the South Asian region to emancipate its regional cross-border business prospects. It has, in fact, failed to remove the deterring factors to intra-regional trade (ADB, Trade Integration Index). The Table indicates a decrease in the export intensity index over the years. From 4.2 in 2005, the index for South Asia came down to 1.5 in 2010. A decreasing trend of export share can also be seen during the same time period. Consequently, the overall intra-regional trade intensity index decreased to 1.5 in the year 2010 from 4.2 in the year 2005.
The total trade has seen a growth of 37.1 percent during 2010, accounting for US $19,233 million in the region. However, the share of intra-regional trade is not up to its potential indicating a slow process of economic integration. A major cause can be the geo-political and strategic issues affecting the improvement of regional infrastructure and transit facilities. A comparative analysis of regional trade integration indices among regional blocks in Asia is given in Table 3 . It indicates that South Asia is lagging behind ASEAN, and the Pacific. In 2010, South Asia had around 4 percent share of intra-regional trade as compared to 26.37 percent of ASEAN and 8.92 percent of the Pacific.
Similarly, Figure 1 depicts the indices for the year 2010. It shows that South Asia region is the poorest performer in Asia as far as regional integration is concerned. ASEAN has emerged as one of the strongest regional blocks not only in Asia but also in the world. As per the Figure, trade share as well as intra-regional trade for 2010 accounted for highest in Asia. Both trade share of South Asia in the world as well as its intra-regional trade was estimated to be the lowest. It is even lower than the Pacific region.
Considering the total exports from one SAARC country to another and from a SAARC country to the world, India has the highest share in both the segments (Figure 2 ). In 2010, India accounted for around 78 percent of the total exports within SAARC nations and 81 percent (US $220.4 billion) of the total exports (US $272.0 billion) from SAARC nations to the world. Similarly, the share of Pakistan was 7.9 percent of the total trade of SAARC with the world and 8.7 percent of the total trade within the region in 2010. 10 The total regional export accounted for US $13.74 billion during the same year.
Since India is a major player in SAARC, trade facilitation measures in the region were expected to increase India's trade potential; however, India's trade with SAARC did not increase to the extent it increased with other regional 24 percent of India's trade with ASEAN or one-fourth of the same. However, the increase was more than four-fold during the same period. The same increase was also recorded by Pakistan accounting for US $0.7 billion in 2003 and US $2.9 billion in 2010. 12 Nevertheless, the progress during the last five years has not been encouraging. 
IDENTIFICATION OF REGIONAL TRANSPORT CORRIDORS
The previous section has outlined the intraregional trade share and trade intensity index, indicating lowest economic integration of the region in Asia. As discussed earlier, inefficient transport facilities is an important factor deterring regional trade. The current situation of regional connectivity has several issues associated with the member countries in South Asia. For instance, Pakistan does not have any formal trade agreement or transit agreement with India and so the transit facilitation between these two nations is still on hold. It is noteworthy that India has given the Most Favoured Nation (MFN) status to Pakistan in 1996. Responding to this, Pakistan's cabinet has recently given an approval for MFN status to India. However, the conclusion is still underway. Since Pakistan has already signed a transit agreement with Afghanistan, regional transport facilitation would need a transit through land transport of Pakistan. Therefore, keeping India away from the Af-Pak transit agreement led India to explore other routes through Iran to reach Afghanistan.
On the other hand, Bangladesh still maintains status quo on the transit agreement of 1974 barring India to reach its North Eastern states through its own territory. A recent development between India and Bangladesh is that India has agreed to give overland transit facility for Bangladeshi products to reach Nepal by Railways via RohanpurSingabad route (MEA, 2011) . This is an important policy initiative towards facilitating regional connectivity.
In order to understand the importance and implication of transport connectivity for regional integration, cooperation must be viewed through the lenses of geo-political issues affecting spatial interactions. Land transport connecting Afghanistan, Pakistan, India, Nepal, Bangladesh, and Bhutan necessarily requires the consent of India and Pakistan. Hence, it becomes an important task to identify the major regional routes for efficient transportation of goods.
In this connection, in the road sector, 18 major routes have been delineated as regional road corridors under Phase-I of the South Asian Multimodal Transport Study (SMRTS) (Rahmatullah, 2004) . These routes are a combination of interstate movement of goods as well as passenger traffic movement in the region. Further, considering road connectivity in the SAARC region, it is evident that the landlocked nations of the region as well as countries like Bangladesh, Bhutan, Nepal, and Pakistan need greater road connectivity on the Indian land. Therefore, the identified route of regional corridor has substantial length in India, connecting Afghanistan with countries like Bhutan. A major route is Grand Trunk (GT) Road, which has connectivity from Lahore to New Delhi to Kolkata and may be extended up to Dhaka.
Similarly, in Maritime network, Bangladesh's ports can serve as the gateway to reach the land-locked Bhutan and India's eastern ports would serve for transit facilitation for Nepal. Afghanistan may have access to Pakistan's ports for regional as well as global trade facilitation.
A good connectivity and a simple model of border arrangements with Bangladesh, may provide India with an easy access to its eight North Eastern sister states. The route has further connectivity with Myanmar, Thailand, and other far eastern countries. In fact, such arrangements would increase the marketability of Indian products. Transport facilitation would reduce transportation cost substantially due to less transit barriers and save travel time. In the absence of Indo-Pak transit arrangement, the regional trade flows of products produced in the region is not able to reach its increasing population.
In addition to the routes identified in the initial studies undertaken under different phases of SMRTS (Appendix 1), experts have identified certain regional corridors in South Asia in respect of regional integration (See Box 1). 13
Box 1: Regional Corridors in South Asia
Lahore-Delhi-Kolkata-Petrapole-Benapole-Dhaka-Akhaura-Agartala (2,453 km) Kathmandu-Nepalganj-Delhi-Lahore-Karachi (2,643 km) Thimphu-Phuentsholing-Jaigaon-Kolkata-Haldia (1,039 km) Agartala-Akhaura-Chittagong (227 km) Kathmandu-Birgunj-Kolkata-Haldia (1,323 km) Thimphu Chittagong-Tripura Samdrup Jongkhar-Kolkata Thimphu-Chittagong Kathmandu-Lucknow Such steps can provide impetus to the regional integration process. The region is home to nearly 24 percent of the world population and 43 percent of the population with less than US $1.25 a day (World Bank, 2009). Although South Asian economies have been growing at the rate of more than 6 percent per annum, it has decelerated from 8.7 percent in the year 2007 to 6 percent in the year 2009 (World Bank, 2010) . In addition, the expected growth in the South Asian economy is less than the East Asian economy.
ISSUES IN REGIONAL TRADE FACILITATION
Coastal as well as inland waterways are other modes of transportation which are significant for the development of regional trade and commerce. As per Phase 1 of SMRTS, India is expected to play a vital role for better connectivity, as a major portion of these routes lie in India (Rahmatullah, 2010) . 14 Taking into account the problem of regional conflicts in terms of terrorism, border, and other issues like illegal immigration and cross-border smuggling of goods and services etc. the regional rail, road, and waterways transport corridors require to be discussed as a transparent discourse keeping the interest of people into account. Developing such infrastructure at the regional level would create possibilities for new business opportunities through creation of new markets along with new transport corridors. However, the issues associated with transport facilitation are complex and have strategic importance.
Various types of physical and non-physical barriers for goods transportation and passenger movement can be witnessed across South Asia. Non-physical barriers like trade barriers have gradually declined in South Asia (De, Khan, & Chaturvedi, 2008; . However, high tariffs still exist for certain sensitive products, and there is a strong presence of non-tariff barriers (NTBs) including high border transaction costs in the region. In another study, 'the analysis of trade barriers in the wake of new integrating policy under SAFTA', De et al (2010) examined the impact of decreasing tariff barriers with special focus on South East Asia. The research has developed a critical insight to understand the trade regime in the region.
Pakistan has moved from a positive list approach to a negative list approach, while it still maintains a positive list of importable goods from India through land transport. Also, physical barriers and unavailability of adequate infrastructure are the main constraints to economic growth and regional integration in South Asia. In fact, "South Asia lacks sufficiently strong institutional capacity" (De et al., 2010) . This is due to lack of willingness to promote regional cooperation -caused by increasing inherent conflicts in the region -the intra-regional trade is merely about 4 percent of the total trade which is assessed to be far behind the potential of the region.
Lack of infrastructure facilities at both regional and national levels in South Asia has hampered the logistics industry; that notwithstanding, it is now growing at a higher rate of growth. There has been evidence of increasing logistics cost as a percentage of Gross Domestic Product (GDP) among the member countries of South Asian Region. It is around 13 percent of GDP in India as against the 8-9 percent in the developed countries (Rangaswamy, 2011) . Moreover, as a major part of the logistics cost, the 13 SAARC towards greater connectivity, New Delhi, India: IPCS, Conference Report. Accessed through http://saarc-sec.org/SAARCSecretariat/18/ 14 Rahmatullah (2010) has discussed the various possible corridors identified in different phases of SMRTS -a study undertaken by SAARC Secretariat. The major corridor or gateways in the region include all the major modes of transport.
transport cost is an alarming factor for regional trade in South Asia as it also leads to the increase in trade cost. Transportation cost is likely to account for around 65 percent of the total logistics cost in India. As per another analysis on trade costs, "India is one of the highest in the world (13 % of GDP) and inadequate infrastructure is responsible for holding back GDP growth by 2 percent or $20 billion" (Banik & Gilbert, 2008) . The bottlenecks of cross-border trade in the region can be discussed in the light of two major market studies regularly conducted by the World Bank, viz. Logistics Performance Index and Doing Business.
Logistics Performance Index (LPI)
Literature pertaining to relationship between logistics and trade facilitation shows that logistics efficiency is a prerequisite for cross-border trade (Devlin & Lee, 2005; Djankov, Freund, & Pham, 2010; Hausman et al., 2005) . This section thus, presents discussion on regional business environment based on the study on Logistics Performance Index (World Bank, 2010) . This index is constructed on the basis of various aspects associated with logistics industry which directly affects trade of a country. It is designed to understand complexities and difficulties faced by trade and logistics industry in a country/region. The study has considered a total of 155 countries for global comparison of logistics industries and its performance based on the following parameters (Table 4) .
Scores for each of the indicators are calculated having a maximum of 5 points for them. The point approaching 5 technically translates that the particular variable is efficient. Thus, the indices give country-wise supply side response of the trade and transport facilitation between the ratings from 01 to 05 -01 means worst availability of the particular indicator wherein 05 defines the best rating for the same.
Based on the above stated parameters, Table 5 gives the ranking of South Asian nations. It is pertinent that customs facility in the region as a whole is in a poor condition. Scores on this account clearly indicate that none of the South Asian nations has crossed 3. India ranked first as per LPI index with a score of 2.7 related to customs facilities in South Asia. Similarly, in the case of availability of infrastructure facilities for trade and transportation, India accounted for the highest score of 2.91.
In case of other indicators like international shipments, logistics competence, and tracking and tracing, only India could manage to reach more than 3 having a respective score of 3.13, 3.16, and 3.14 for each of these parameters. Thus, the situation of logistics and trade con- dition in the region is still in a poor condition. It also shows that there is an urgent need for more infrastructure efficiency for trade integration in order to reach the intra-regional trade potential. Timeliness as an index plays a vital role in facilitating trade between nations. Considering this as a parameter, India, Pakistan, and Bangladesh have managed to cross 3 points out of 5. Overall, it may be treated as a satisfactory condition. However, it needs to be improved to reach the world-class standards. Other countries of the region have poor timeliness in providing services related to trade.
Taking into account all indices, the overall ranking of South Asian nations is less than satisfactory. Only India could manage to be ranked under 50 and Bangladesh under 100. India and Bangladesh were ranked at 47th and 79th respectively out of 155 countries. In fact, most of the countries of the region are ranked above 100 which may be interpreted as the region having inadequate infrastructure facilities thus needing strong regional cooperation. A region-wise comparison of logistics performance index shows South Asia as the second lowest in overall LPI rank, higher than only Sub-Saharan Region.
Similarly, considering the performance under each parameter, only India and Bangladesh could get a ranking under 100 for each variable wherein only India managed to be ranked under 50 for variables like, infrastructure, international shipments, and logistics competence having 47th, 46th, and 40th rank respectively out of a total of 155 nations. This indicates that at a regional level, inadequate infrastructure in terms of transport and transit facilities affected the overall trade performance of the region. It is thus one of the major determinants of below-potential regional trade besides lack of political willingness. In fact, economic welfare of the region is more dependent on infrastructure and transport connectivity with seamless facilitation.
Doing Business
The World Bank also provides an in-depth research study, popularly known as 'Doing Business' to understand the various constraints and blockages deterring trade and commerce (World Bank, 2011). 15 Table 6 presents an overall ranking of South Asian nations and their performance under various indices. The variables like ease of doing business, starting business, trading across border, etc. are the main indicators considered and assessed in detail.
In case of doing business, Singapore is taken as the benchmark. On this account, the ranking of South Asian nations are not satisfactory as none of the economies of the region ranked below 50. New Zealand is the benchmark for starting a business -on this subindex Afghanistan, Maldives, and Sri Lanka ranked under 50. In terms of the problem in cross-border trade, the World Bank analysis shows that South Asian countries have inadequate institutional arrangements for trading across border. No country has been able to achieve a rank below 50. It delineates the poor condition of cross-border trade in the region. This has been analysed under the parameter 'trading across border' considering the importance of trade between countries to increase their economic potential (Appendix 2). The cross-border trade indicators are number of documents to export, time to export, cost of export, documents to import, time to import, and cost of import. The study reveals that costs of exports and imports in South Asia are complex and higher than other regions such as East Asia and the Pacific, Latin America and Middle East. The documentation procedure in the region is not only complex but is also embedded with certain inherent flaws like corrupt business policies. Moreover, higher cost in terms of time, required documents as well as logistics cost further impedes regional trade. . However, the trade data shows that intra-regional trade in South Asia is in an unsatisfactory stage. The regional trade intensity index for SAARC countries, as prepared by ADB, is constantly decreasing despite the efforts taken in favour of regional integration. It is a matter of policy discourse that the existing transit regime and the absence of connectivity are inhibiting the progress of regional integration. Although high tariff barriers have declined gradually in South Asia, there are routes through which trade has not been normalized such as trade through Wagah-Attari cross-border point. Pakistan still allows only 137 commodities which can be imported from India through the point. It also restricts India's export to Afghanistan through the border point. In addition to the lack of strong institutional effort to bring the vehicle of intra-regional trade among SAARC nations on the roads of regional integration, the most important factor leading to deceleration of the pace of regional integration on account of intra-regional trade is the existing high transport or transaction cost in the region, resulting in inefficient regional connectivity.
ISSUES IN TRANSPORT CONNECTIVITY
Furthermore, geopolitical and foreign policies affected by strategic issues have impacted the region severely because of which the process of regional integration has not picked up. India is centrally located in the region facilitating connectivity to Bangladesh, Nepal, and Bhutan. But a constant refusal by Pakistan to allow traffic load passing through its land from Afghanistan to India and India's refusal for Pakistan's overland traffic as well as Bangladesh's controversy over opening its routes towards NorthEast India have deterred regional transport facilitation. In addition to these political issues, the existing overland routes are not efficient affecting the cross-border business adversely. "Poor quality of roads, rent-seeking officialdom, and poor quality of trucks (largely due to regulatory incentives in the region that keep the trucking industry fragmented and small at scale of operation) have prevented overland road routes from emerging" as connectivity corridors (Roy & Banerjee, 2010) .
As per the ADB evaluation, electricity, water, road, rail, airports and ports services are poor throughout South Asia (Natrajan, 2007) . This is also because of inefficient private sector participation (Natrajan, 2007) . Assessment reveals a huge gap in access of road infrastructure in South Asia (Jones, 2006) .
Due to higher transaction cost of trade, illegal cross-border trade has increased. 16 Consequently, there has been an increase in illegal migration across regional borders in South Asia. An improved infrastructure and efficient connectivity will eventually lead to reduction in these statistics of illegal trade and eventually illegal migration. The problem of congested roads and railway networks and inadequacy of infrastructure facilities created a large gap between the emerging demand and availability. India, Nepal, Bangladesh, Pakistan, and Afghanistan have inadequate four-lane infrastructure and very few linking major economic centres. The expansion of roads is lagging far behind the pace of expansion in China. Despite the fact that Railways in the region have a long history (from the British era) of connectivity between India, Pakistan, and Bangladesh, problem still exists as no route has even been proposed for containers between these regions. Moreover, Indian Railways, world's second largest network, still suffers from higher capacity utilization and desperately needs expansion in connectivity to major business centres. Similarly, ports at Kolkata and Chittagong have severe draft limitations making them rely on feeder vessels in addition to their limited capacity.
The recent India and Bangladesh initiatives suggest that both the countries are moving ahead towards increased regional participation in trade and commerce. Both the countries agreed to set up a second rail link between Agartala (India) and Akhaura (Bangladesh). A MoU was signed between India and Bangladesh for completion of this line in 2013. Also, Pakistan increased the number of items to be imported from India by switching over to negative list barring only 1,209 commodities.
Investment Needs
The above discussion suggests that deeper integration process needs institutionalization of transport and transit system. The growing demand for infrastructure facilities in the region covering various modes of transport requires huge sum of investment. Policies for developing a common transport corridor have several bottlenecks that need to be removed. Regional connectivity of the past (called as missing links), which is still alive on the pages of history, accounted for 19 percent of the transport network in the year 1948 (from Kabul to Chittagong) which later declined to 2 percent in the year 1967 (Kumar & Singh, 2009 ). Kumar and Singh (2009) further argue that "intra-regional trade has perked up a bit in recent years but still remains below 6 percent of South Asia's total trade with the world. This is far below the levels of intraregional trade in comparison of other regions such as East Asia and the Pacific (about 52%), Latin America and Caribbean (about 17 %), and even Sub-Saharan Africa (at nearly 11%)". Therefore, a comprehensive attempt needs to be made to channelize the process investment pertaining to transport corridors. In line with this objective, the period 2010-2020 has been declared as the 'Decade of Intra-regional Connectivity in SAARC'.
An early study to estimate the investment requirement in infrastructure by GDP growth has been undertaken for 155 countries (Fay & Yapes, 2003) . As per the estimates, an investment of 5 percent of GDP is required for regional infrastructure in South Asia to facilitate a 7.5 percent growth of the region. The transport sector, excluding ports and airports, needed an investment of 3 percent of GDP to achieve 7.5 percent of regional growth during 2005 to 2010. The estimates for total infrastructural investment were accordingly updated from 7.5 to 7.64 percent of GDP for the period 2006-2010 . The total investment required in South Asia was US $88.1 billion for the period (Chatterton & Olga, 2011) .
As per the estimation of Bhattacharyay (2010) the investment required for total projected infrastructure is about 6.5 percent of the Asian countries' GDP during 2010-2020. Of the total investment, it has been estimated that approximately 49 percent is required for energy infrastructure, 35 percent for transport, 13 percent for Information Technology and Communication (ICT), and 3 percent for water and sanitation. Such sectoral share of investment requirement indicates that transport sector has a major role to play. PRC, India, and Indonesia represent the top three countries in terms of need of investment in the infrastructure sector as a whole. In fact, the overall share of top 11 countries' infrastructure investment needs is 97 percent of Asia's total. Moreover, most of the countries are in Southeast Asia and South Asia. Considering only the transport infrastructure requirement, the estimated investment in the sector during the same period is 6.21 percent of Afghanistan's GDP. Since Afghanistan is a landlocked country, it needs adequate investment for facilities related to both rail and road modes of transport connecting Central and South Asia. Pakistan requires 2.65 percent of GDP as investment in transport infrastructure; for Bangladesh, it is estimated at 4.92 percent whereas for Nepal, Bhutan, and Sri Lanka, it is 1.65 percent, 2.84 percent, and 4.23 percent of the estimated GDP respectively. The estimate for investment requirement with respect to India was the highest among the nations of the region, i.e. 5.67 percent of GDP for the period 2010-2020.
Financing infrastructure requirement is a complex process for a developing economy and it is challenging for many reasons. Therefore, increasing the participation level of the private sector is a sine-qua-non for the development of such huge infrastructure requirement across the region. Public-private partnership can be an alternative along with financing through multilateral funding agencies. The economic progress of South Asian economies after structural reforms (liberalization process) delineates that such financing infrastructure may gradually be made available.
CONCLUSION
The overwhelming infrastructure problems and inadequate institutional mechanism for free transit corridors in South Asian countries as well as traditional regional contentions are the main causes of slower regional physical integration process. This slow pace of physical integration has adverse impact on regional trade leading to underperformance against its potential. In comparison to ASEAN with 15 percent of regional trade, the SAARC region has below 5 percent of regional trade.
Thus, the problems of inefficient transit regime and lack of transport infrastructure need to be addressed in the SAARC countries. It is in this context that the recent SAARC summit in Maldives advocated the need for regional connectivity. Increasing pace of globalization and enhanced private sector participation across the world may lead the region to open new avenues, as the demand for infrastructure has been increasing. To meet the infrastructure demand, countries of the region need to invest a huge sum of capital for improved transit system along the identified transport corridors. This would improve the socio-economic condition of the people of the region, besides having the inherent advantage of trade-led growth on the bordering areas leading to people's betterment.
Important questions on the nature of modalities of economic progress may arise. Since most of the member countries are underdeveloped, the feasibility of a high level of capital-intensive module of development would need to be investigated. However, areas of cooperation for transport facilitation could slowly progress with initiatives like capacity building. The role of private sector as well as regional bilateral and multilateral institutions is also imperative. Use of technology, particularly information technology, in providing smooth and seamless flow of regional trade is pertinent in this regard. Any investigation in terms of capacity building and role of ICT for trade integration would be an addition to the literature of regional cooperation in the region.
Appendix 2: Details of Cross-border Trade Indicators
Documents to export (number) The total number of documents required per shipment to export goods. Documents required for clearance by government ministries, customs authorities, port and container terminal authorities, health and technical control agencies and banks are taken into account.
Time to export (days)
The time necessary to comply with all procedures required to export goods. If a procedure can be accelerated for an additional cost, the fastest legal procedure is chosen.
Cost to export (US$ per container) The cost associated with all procedures required to export goods. Includes the costs for documents, administrative fees for customs clearance and technical control, customs broker fees, terminal handling charges and inland transport.
Documents to import (number)
The total number of documents required per shipment to import goods. Documents required for clearance by government ministries, customs authorities, port and container terminal authorities, health and technical control agencies and banks are taken into account.
Time to import (days)
The time necessary to comply with all procedures required to import goods. If a procedure can be accelerated for an additional cost, the fastest legal procedure is chosen.
Cost to import (US$ per container)
The cost associated with all procedures required to import goods, including for documents, administrative fees for customs clearance and technical control, customs broker fees, terminal handling charges and inland transport. 
